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Great Britain, Japan, Canada, West Germany, and the United
States have similar market driven economies, social systems,
demographic conditions, and share the view of homeownership as a
social good. All of these countries were effected by World War
II and following the War experienced acute housing shortages due
either to destruction of housing in theaters of conflict, or
redirection of available resources to the War effort. By the
mid-1960's all countries had alleviated these housing shortages
and began to focus on raising homeownership rates and improving
housing conditions.
By 1988, homeownership rates reached or exceeded 62% in all
countries except West Germany which had an owner-occupied tenure
of 42%. Each country has different objectives regarding
homeownership that are reflected in each government's housing
policy. Owner-occupation is the stated goal in Great Britain
while in Japan and West Germany owner-occupation is encouraged,
but the stated goal is one of improving housing supply. Canada
and the United States also view owner-occupation favorably but
government policy is designed to increase the role of the private
sector.
The affordability of homeownership is becoming more of a
concern in each country, especially in urban areas where land
prices are high and the supply of sufficient housing is severely
constrained. Basic economic conditions have also affected
housing affordability as inflation rates rose during the 1970's
and interest rates became more volatile. Housing costs also
increased faster than household incomes and consumer price
indexes.
It is within this context that the history of homeownership,
housing production, housing characteristics, savings and debt
financing systems, and tax policies affecting homeownership are
analyzed and relative comparisons made regarding the
affordability of homeownership in each of the five countries.
Thesis Supervisor: James McKellar
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CHAPTER 1
INTRODUCTION
FOCUS
The purpose of this thesis is to investigate the profile
of homeownership and housing affordability in Great Britain,
Japan, Canada, West Germany, and the United States. The
countries share similar social and economic systems, similar
rates of homeownership, and similar demographic conditions and
are considered developed market economies.
Each country has solved the quantitative side of their
housing needs in that the number of dwellings exceeds the
number of households. Each is now concentrating on the
qualitative issues of housing location, tenure, and condition.
While each has low rates of population growth, new households
are being formed at higher rates by changing social
arrangements.
HOMEOWNERSHIP
Homeownership is a basic desire as well as an important
economic and social issue in each of the countries studied.
The belief that homeownership provides security, a measure of
control over one's environment, and gives an individual or
family a "sense of place" and belonging seems to cross
international boundaries. Homeownership also improves the
condition of housing stock and provides for social stability
and neighborhood preservation.
Each country has different objectives and approaches
toward achieving homeownership which form their respective
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housing policies. In Great Britain, homeownership is an
explicit policy goal, while in Japan and West Germany
homeownership is encouraged though the stated goal is to
improve housing conditions. In Canada and the United States,
homeownership is viewed favorably but government policy has
moved away from direct intervention toward greater recognition
of the role of the private sector. Both countries believe that
the market can provide the most efficient allocation of limited
resources.
AFFORDABILITY
Following World War II inflation and interest rates were
low and there was continuous economic expansion as measured by
gross domestic product (GDP). In 1973 and again in 1980, major
oil price increases caused high inflation along with volatile
and high interest rates. These changes resulted in
recessionary periods that affected all western economies.
Each of the countries studied shared the problems of
inflation, recession, and high interest rates, and each reacted
with more restrictive controls on their own economies. West
Germany and Japan fared better during this recession period
than did Great Britain, Canada and the United States.
New dwelling construction continued at constant or
increasing rates and new households were forming at a faster
rate than population growth. The consumer price index and
house prices increased at faster rates than household incomes.
As a result of this inflationary climate, homeownership rates
slowed or stopped growing and housing affordability became an
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increasingly important issue for the average family.
METHODOLOGY
The research included gathering statistical data and
information on housing and financial systems in each of the
subject countries. Statistical data was available from
international organizations such as the United Nations and the
Organization for Economic Cooperation and Development (OECD),
and the individual countries' statistical offices.
Chapter Two summarizes our conclusions from the
investigation. Chapter Three illustrates how a typical home is
purchased in each of the countries studied and their relative
affordability. Chapter Four addresses the factors that affect
homeownership and affordability including land and construction
costs, demand, interest rates, inflation, government housing
policy and the availability of housing finance and is intended
as a general introduction to the issues discussed in the
individual country profiles.
Chapter Five presents a profile for each country and
outlines the recent economic climate, the history of
homeownership, housing policies, housing characteristics,
savings systems, debt financing institutions, mortgage terms,
auxiliary mortgage instruments, and tax policies as they relate
to homeownership. Chapter Six offers a brief summary to the
study undertaken and forecasts for the future of homeownership
and housing affordability. The Appendix contains the raw
statistical data collected.
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DATA SOURCES AND AVAILABILITY
Information on housing financial systems, government
housing policy and general demographic data, such as
population, gross domestic product (GDP), and GDP per capita,
is readily available for as late as 1987. However, comparative
data for number of households, household size and income, house
size, prices, and characteristics, was difficult to obtain.
Statistical data is typically in different forms, categories,
and levels of detail for each country and most of the data
available prior to 1985 has historical gaps. Most housing
statistics do not separate rental from owner-occupied
dwellings. Additionally, most available data is for new
construction rather than existing stock.
Organizations that track comparative housing statistics,
such as the United Nations and HUD's Office of International
Affairs, have had severe budgetary cutbacks and their data
collection efforts ceased around 1983. The United Nations has
shifted their focus towards developing countries.
Information on the United States and Canada was the most
readily available, followed by Great Britain and Japan. West
Germany had the least information available and much of what
was available had not been translated into English.
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CHAPTER 2
CONCLUSIONS
Homeownership rates in Great Britain and Canada continue
to rise, while in Japan and the United States rates have
declined from previous highs in the early 1980's. West Germany
had the lowest overall rate of the five but has been slowly
increasing over time. While each of the countries studied have
generally similar rates of homeownership, they were achieved
with different financing methods and institutions, government
policies and housing traditions. Although the countries have
managed to generate high homeownership rates, each has
affordability problems that are caused by different factors.
These factors include continued urban growth, interest rate
volatility and inflation, changing government policies toward
housing, and housing traditions.
URBAN GROWTH
Housing affordability is
Urban areas in each of the
population growth higher than
cause of this is economic growth
urban areas. Another is new
outpaces overall population g
country has at least 69% of it
areas. Homeownership rates in
lower than the rates for both ru
as indicated by the following ta
essentially an urban problem.
five countries have rates of
their national average. One
and the resultant migration to
household formation which also
rowth in each country. Each
s population residing in urban
these areas tend to be much
ral and the country as a whole,
ble.
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HOMEOWNERSHIP RATES, %
Urban Rural Total
Great Britain - - 62.0
Japan 54.3 82.5 62.3
Canada 68.0 84.0 62.4
West Germany 30.0 51.0 42.0
United States 59.0 82.0 63.9
Land prices in urban areas are greater and increase home
prices accordingly. In Tokyo, land accounts for almost 50% of
the total price of a home as compared with 20% to 25% in other
countries and its value inflates exponentially. As more of a
country's population migrates toward urban areas, land and home
prices rise with increased demand and homeownership rates
decline as homeownership becomes less affordable to those at
middle and lower income levels.
INTEREST RATES AND INFLATION
Interest rates and inflation greatly affect housing
affordability and ultimately homeownership rates. West Germany
and Japan have the most stable economies of any of the Western
countries. Inflation in West Germany is relatively low and
consumer prices have had an average annual percentage increase
of only 3% over the past ten years. Japan has had similar low
inflation rates, averaging 4.2% in the past ten years.
Additionally, mortgage interest rates in these two countries
have been low and stable. In both West Germany and Japan
interest rates have always been below 10%.
The United States, Canada, and Great Britain have
experienced high rates of inflation and volatile interest
rates. In the past ten years, annual percentage change in
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consumer prices have averaged 5.6%, 7.1%, and 8.0%
respectively. Mortgage interest rates in these three countries
in the past ten years have averaged 11.4%, 14.5%, and 11.9%
respectively. For Canada and Great Britain with their
renewable and adjustable rate mortgages, housing affordability
is especially sensitive to these changes in interest rates.
GOVERNMENT HOUSING POLICIES
In Great Britain, the two political parties, Labour and
Conservative have taken distinct and separate positions
regarding homeownership. The Labour party enacted laws to
control rents and guarantee tenure for the working classes and
provide funding for the construction of public sector rental
housing. The Conservative party policies favor homeownership
and include the privatization of former public housing. The
building societies, the largest housing finance institutions,
have a joint agreement with the government to foster
homeownership through the low-interest financing of home
mortgages, and the provision of contractual savings systems for
homebuyers.
Japan has a high level of governmental intervention in the
housing sector and high levels of cooperation between the
public and private sectors. Almost 50% of all housing
constructed is financed by the government agencies. The
government has instituted a series of five-year plans that set
goals for the construction of both public and private housing
construction and provide financing for both development and
home purchase. The Housing Loan Corporation, a government
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agency, is the single largest mortgage lender in the world.
The Canadian government has had relatively little
involvement with the promotion of homeownership. The National
Housing Act provides guaranteed mortgage insurance, yet Canada
does not provide for the deduction of mortgage interest. This
tends to make housing somewhat less affordable.
West Germany's largest role in housing took place after
World War II when it provided financing and subsidies to
private entities for the construction of new housing to replace
dwellings destroyed by the War. The government also exercises
control over housing finance institutions through partial
ownership of private institutions. Homeownership is encouraged
by the payment of a 14% savings bonus to members of contract
savings schemes if the funds are used for the purchase of a
house.
The government of the United States promotes homeownership
through the deductibility of mortgage interest and the
provision of guaranteed mortgage insurance. Quasi-government
agencies, such as Government National Mortgage Association and
the Federal Home Loan Mortgage Corporation, develop and
maintain secondary mortgage markets, provide mortgage
insurance, and carry out government housing policies. The
government does not, however, become directly involved in
housing construction or home financing.
HOUSING TRADITIONS
Housing traditions affect homeownership rates in all five
countries. In West Germany, with its larger supply of private
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rental apartments and flats, there is not the same pressure to
become a homeowner to satisfy one's housing needs. Many West
Germans prefer to reside in rental accommodations until they
are in their mid-30's while saving to have a home built to
their specifications. Mobility in West Germany is also very
low and most households tend to remain in their first home
throughout their lifetime.
In Japan and West Germany, housing is not a financial
investment made as a hedge against inflation. In Japan,
personal investment is mainly made in the industrial and
financial sectors for these purposes.
In Great Britain, there is an insignificant amount of
private rental housing. The majority of available rental
housing is public-sector or Council housing. Homeownership is
the only alternative to Council housing and its long waiting
lists. Because of this many Great Britains prefer to purchase
their own homes at an earlier age than homebuyers in other
countries. As the politics of Great Britain continue to
influence homeownership, rates of owner-occupation will follow
the trends of the political party in office. Following World
War II, the Conservative government's policy of selling Council
housing to tenants at reduced costs gave homeownership rates
their single most important boost.
Housing in Great Britain, Japan and Canada are relatively
less affordable than West Germany and the United States. Great
Britain because of high interest rates, low incomes and low
savings rates; Japan because of the high initial cost coupled
with the high downpayment required; Canada because of the lack
13
of deductibility of mortgage interest. In Japan and West
Germany higher incomes and generally lower interest rates make
the higher cost of housing more affordable.
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CHAPTER 3
COMPARATIVE SUMMARY AND AFFORDABILITY ANALYSIS
COMPARATIVE SUMMARY
Each of the countries studied has similar rates of
homeownership except for West Germany. The following table
offers a comparison of indicators that relate to housing and
homeownership in each of the countries studied.
HOUSING INDICATORS, 1986
Britain Japan Canada Germany U.S.
Homeownership,% 62.0 62.3 63.3 42.0 63.9
GDP per capita,US$ 9,651 16,109 14,174 14,611 17,324
Percent of GDP 3.91 5.07 6.18 5.41 5.20
on housing
Dwellings/1000 399 322 366 447 413
New dwellings/1000 3.8 11.2 7.5 4.1 7.5
High GDP per capita, normally equated with standard of
living, is not necessarily an indicator of high homeownership
rates. This is supported by the comparing the data for West
Germany and Great Britain. In fact, poorer countries tend to
have a higher proportion of homeownership. Bangladesh with a
1981 GDP per capita of US$130 and Pakistan with US$380, had
homeownership rates of 90% and 78% respectively.
Percent GDP spent on housing is a basic indicator of the
amount of public and private capital being spent on both new
and replacement housing construction and can be said to
represent the adequacy of the existing housing stock. The
number of existing dwellings per 1,000 inhabitants includes
both new construction and replacement units and is an indicator
of current activity. The figures represent both public and
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private construction, and both owner-occupied and rental
housing. Japan consistently has the highest rate of new
housing construction per capita owing to the amount of
inadequate housing stock which is being replaced.
COMPARATIVE AFFORDABILITY
The analysis of housing affordability is necessarily
complex due to the wide range of housing types, financing
methods, and government policies within each country studied.
There is no average house price or household income data
available, and there is no typical house, income or homebuyer.
Since affordability is more of an issue in urban areas the
cities selected for analysis were London, Toronto, Tokyo,
Frankfurt, and Los Angeles. The only available income data
focused the comparison on home purchases by individuals with
the occupation of manager and school teacher and was used to
represent a range of incomes.
The house prices used for each city are representative of
the cost of an existing house. Since median house price
information is not uniformly available, it was necessary to
obtain the price information from different sources.
Consideration is given to the affordability burden resulting
from the combination of the cost, financing terms, and tax
policies as compared to income.
Mortgage interest rates are the most recent available,
downpayment and mortgage terms reflect the most prevalent terms
used in each country, and calculations of tax benefits reflect
current federal government regulations. A monthly payment for
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individuals in each city was calculated.
Incomes as they relate to annual mortgage payment creates
a relative comparison of affordability between each country.
When the downpayment required, income, and average saving rate
are jointly considered, the difficulty in savings the
downpayment can be compared.
COMPARATIVE HOUSING AFFORDABILITY (US$)
London Tokyo Toronto Frankfurt L.A.
House price1  2 170,000 450,400 150,700 230,000 186,000
Downpayment jeqd. 34,000 202,680 30,140 69,000 18,600
Savings rate 5.4% 16.6% 9.8% 12.2% 3.8%
MORTGAGE ANALYSES
Mortgage amougt 136,000 247,720 120,560 161,000 167,400
Interest ratg 10.00% 7.56% 11.65% 6.60% 9.00%
Amortization 30 25 30 25 30
Monthly payment 1,193 1,840 1,207 1,097 1,347
TAX BENEFITS
Intergst deduct. 274 232 - - 303
Other - - - 120 -
Payment, net taxes'0  919 1,608 1,207 977 1,044
INCOME ANALYSIS
Manager (annual) 37,600 73,000 34,900 83,400 58,000
Years to save1 2
downpayment 13 24 24 12 10 12
Percent income 29.3% 26.4% 41.5% 14.1% 21.6%
Teacher (annual) 20,900 44,200 33,700 34,000 37,000
Years to save1 2
downpayment 13 43 39 13 24 19
Percent income 52.7% 33.7% 43.0% 34.4% 33.9%
AFFORDABILITY ANALYSIS
The affordability comparison and analysis is limited and
should be used only to compare financing methods and costs as
an illustration of the relative affordability of housing
between countries. The amount of the downpayment required and
the mortgage payment as a percent of income and as indicators
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of affordability should be the focus.
Great Britain, Japan and Canada are relatively less
affordable than West Germany and the United States. Great
Britain because of high interest rates, low incomes and low
savings rates; Japan because of the high initial cost coupled
with the high downpayment required; Canada because of the lack
of deductibility of mortgage interest. In Japan and West
Germany higher incomes and generally lower interest rates make
the higher cost of housing more affordable.
In all countries except Canada, the mortgage payment is
less than 30% of income, the generally accepted guideline that
relates income to monthly payment. Saving the downpayment
appears to be the largest hurdle for most homebuyers,
especially first-time buyers who have no equity in a present
home. Since the rents paid in most urban areas are equivalent
to mortgage costs, the downpayment must be saved while still
paying high rent.
The mortgage interest deduction provided by Great Britain,
Japan, and the United States, reduces the mortgage cost of the
owner-occupier by 23%, 14%, and 22%, respectively. West
Germany's tax deduction on home purchase reduces the cost of
the mortgage cost by 11% for the first 8 years.
Since Great Britain and Canada have renewable short term
mortgages and a history of interest rate volatility,
affordability in these countries is more sensitive to the
behavior of the countries' economy. The United States, with
its' significant percentage of adjustable rate mortgages but
less volatile interest rates, is also sensitive. Japan and
18
West Germany with fixed-rate mortgages and stable interest
rates are the least sensitive.
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NOTES - Affordability Analysis
1. Prices for Great Britain and Japan are from Prices and
Earnings Around the Globe, 1988 Edition, Union Bank of
Switzerland, for London and Tokyo. Prices for Canada and
West Germany were provided by the International Real
Estate Federation in 1989 for Toronto and Frankfurt.
Prices for the United States are from U.S. Housing
Markets, 1989, Lomas Mortgage U.S.A. for Los Angeles.
2. Downpayment required based upon the assumption that
common loan-to-value ratios would be used. Great Britain
20%, Japan 55% for an existing house and 20% for a new
house, Canada 20%, West Germany 30%, the United States
10%.
3. Savings rates based on OECD Economic Survey 1987/88 for
each country and are a percentage of disposable income.
4. Mortgage amount is house price minus downpayment
required.
5. Mortgage interest rates for Great Britain are from The
Building Societies, Building Societies Association.
Rates for Japan and West Germany are from OECD Economic
Survey 1987/88 for each country. Rates for Canada are
from Canadian Housing Statistics, 1985, Canadian Housing
and Mortgage Corporation. Rates for the United States
are from U.S. Housing Markets, 1989, Lomas Mortgage
U.S.A.
6. Mortgage terms based upon the assumption that the most
common mortgage term would be used. In West Germany, two
mortgages each for 40% of the house price would be
obtained with similar terms.
7. Monthly payment calculated from mortgage amount, interest
rate, and term.
8. Interest deduction based on amount of interest paid in
year five of the loan based on tax rates of 25% in Great
Britain, 16% in Japan, and 24% in the United States.
Interest in Great Britain is only deductible for the
first B30,000 (US$19,455) of the mortgage.
9. West Germany allows a tax deduction of 5% of the sales
price of a house for the first eight years.
10. Payment, net taxes, is equal to monthly payment minus
mortgage interest deduction minus other deductions.
11. Annual incomes are from Prices and Earnings around the
Globe, 1988 Edition, Union Bank of Switzerland.
12. Years to save downpayment based on disposable income of
70% of annual income at OECD savings rates, compounding
and interest excluded.
13. Monthly payments multiplied by 12 payments per year,
divided by annual income.
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CHAPTER 4
FACTORS AFFECTING HOMEOWNERSHIP AND HOUSING AFFORDABILITY
HOUSING DEMAND
Homeownership and affordability are affected by housing
demand as house prices generally rise with the demand generated
during periods of economic growth. The majority of economic
growth has taken place in urban areas and house prices are
higher there than in rural areas. Household incomes generally
follow economic growth but at a slower rate. As a result there
are periods where house prices have risen much faster than
incomes, creating an affordability problem. Extreme examples
of this situation are coastal California and the northeastern
cities as compared to the Midwest; London as compared to cities
in northern Great Britain; Tokyo and Yokahama as compared to
other Japanese urban areas; and Toronto as compared to Calgary.
LAND AND CONSTRUCTION COSTS
In urban areas, where housing prices are already higher
because of increased demand, land costs are higher because of
scarcity, thus making the affordability problem even greater.
In Japan, the cost of land represents over 50% of the cost of
the house, while for new houses in a typical midwestern city in
the United States, land may represent less than 5% of the cost,
causing great variation in the affordability of housing between
countries. The cost of labor and materials for housing
construction, on the other hand, has increased at a rate less
than the general inflation rates in each of the countries
studied.
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INFLATION
Homeownership becomes more attractive as an investment
during periods of high economic inflation when housing prices
escalate with or at a faster rate than consumer price indices.
For existing homeowners inflation is beneficial as it increases
equity, but it makes housing affordability problematical for
the first-time homebuyer.
INTEREST RATES
Interest rates can have the most significant affect on
homeownership rates and housing affordability. Japan and West
Germany have had stable and lower interest rates. The United
States, Canada, and Great Britain have had volatile and
generally higher interest rates. As mortgage interest rates
rise, fewer households can afford to purchase a home.
Homeownership is also affected by government policies that
control interest rates based on the countries' economic needs
as a whole, rather than on a regional or housing need basis.
As a result, specific government housing policies and systems
have been instituted to protect and regulate housing finance
systems and to assist individual households in achieving
homeownership.
GOVERNMENT POLICY
In the postwar years, housing policies that addressed
housing shortages were largely successful by the late 1960's.
Subsequently, housing policies shifted to address the issues of
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location, quality, and tenure. These problems have been most
acute in Great Britain where the majority of housing was
constructed before 1945, and in Japan where homebuyers seek
larger homes with more western amenities and improved
conditions.
Government programs that implement housing policy for
homeownership typically take one or more of four forms; market
regulation, the creation of public agencies, provision of
subsidies, and direct construction of dwellings. Market
regulation can include both the control of interest rates and
the regulation of housing finance institutions.
Japan, Canada and the United States have public sector
agencies that sell mortgage insurance and each country provides
subsidies for homeownership; either directly as incentives for
savings and renovation of existing housing, or indirectly in
the form of mortgage interest deductions on personal income
taxes. Governments may also be actively involved in the
construction of housing. The level of government involvement
in key elements of housing policy are summarized in the
following table.
LEVELS OF GOVERNMENT INVOLVEMENT IN HOUSING
Credit Public Subsidies Building
Control Lending
Canada Low Low High Low
Britain Medium Low High High
Germany Medium Medium High High
Japan Medium High Medium Low
U.S.A. Low Low High Low
Source: OECD, Urban Housing Finance, 1988
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HOUSING FINANCE SYSTEMS
Housing finance systems must be able to provide long term
financing. The greatest source of funds for mortgage financing
is personal savings. It is a basic requirement of any housing
finance system that it must attract funds from people with a
surplus of assets and channel funds to those who wish to
borrow. The difficulty for financial institutions is balancing
the long term lending rates charged with the short term savings
rates paid, as interest rates fluctuate.
Finance systems can be divided into four basic types; the
direct system characterized by inter-family borrowing; the
contractual savings system where an individuals low interest
savings and lending is specifically tied to a home mortgage;
the deposit taking system where personal savings are pooled and
lent to homebuyers; and the mortgage bank system where funds
are raised through the sale of bonds and mortgages are bought
and sold between lenders and investors.
SUMMARY
The factors that effect homeownership and affordability
include demand for housing, land and construction costs,
inflation, interest rates, government housing policy and the
availability of housing finance. Each countries' profile of
homeownership and the factors that affect it are explored in
more detail in Chapter Five.
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CHAPTER 5 - Section 1
HOMEOWNERSHIP AND FINANCING MECHANISMS IN GREAT BRITAIN
STATISTICAL DATA (1984)
Population
Annual population growth, %
Land area, sq km
Population density, per sq km
Percent of population in urban areas
Number of households
Number of dwellings
Dwellings per 1000
Number of dwellings completed
Completions per 1000
GDP per capita, US$
Percent GDP spent on housing
Homeownership percentage: 1970
1980
1984
1986
56,460,000
0.2
241,000
234
78
20,560,000
21,719,000
385
226,500
4.01
9,651
4.15
50.0
55.4
61.1
62.0
RECENT ECONOMIC CLIMATE
Over the last ten years Great Britain's economy has
performed relatively poorly compared to other developed
countries. From 1960 through 1980, real GDP per capita
increased an average of 2.0% per year, compared to an average
for all OECD countries of 3.1%. During the same period,
consumer prices increased at an average rate of 8.8% per year,
compared to the OECD average of 6.1%.1
Residential construction prices have increased an average
of 9.6% per year from 1960 through 1982. Both short and long
term interest rates have been volatile, with the nominal rate
for housing loans ranging from 8.5% in 1970, to 15% in 1980,
and back to 10% in 1984. The overall average from 1960 to 1981
was 9.4%.2
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THE HISTORY OF HOMEOWNERSHIP
In 1914, approximately 10% of the housing stock in Great
Britain was owner-occupied, most of it in rural areas. By
1938, the percentage had increased to 32%. During this period,
approximately 40% of the new homeowners purchased former rental
housing, a trend that would be repeated in Great Britain the
late 1970's and 1980's.3
During World War II there was almost no new owner-occupied
housing constructed since all resources were going towards the
war effort. As a result of this lack of new construction and
the destruction of housing stock caused by the War, by 1951 the
housing deficiency in Great Britain was over one million units
with the number of households greatly exceeding the number of
existing housing units.4
The government's postwar view was that exports and
industrial investment should take precedence over the needs of
the family. The housing policies implemented included
rehabilitation of existing dwellings, redevelopment of existing
sites, and new development areas called "greenfields".5
Housing has been a political issue in Great Britain since
the early 1900's. The two political parties, Labour and
Conservative, have taken distinct positions over time regarding
the role of the private sector in the construction of new
housing, especially rental, which has had profound affect on
homeownership in the country.
The Labour party, when in power, enacted laws to control
rents and guarantee tenure for the working class. Private
sector rental housing received no special subsidy or tax
26
treatment. With reduced financial incentive, there was little
private investment in new rental housing.
When the Conservative party was in power, there was an
emphasis placed on owner-occupancy which, in effect, further
neglected the private rental sector. The result has been an
annual decrease in the amount of private rental housing
available. Currently, the only rental housing available to
households is publicly owned. Known as Council housing, these
dwellings have traditionally filled Britain's social and lower
income housing needs. The projects have waiting lists of
typically over 1,000,000 households and there are
jurisdictional and income requirements that further limit
accessibility. Because of the combination of the lack of
private rental housing and the limitations of Council housing,
new households or those that relocated within Britain had
little choice other than to purchase a home.
The Conservative government, in office since 1979, has
encouraged homeownership through the privatization or sale of
Council housing to tenant-occupiers. The Housing Act of 1980
significantly changed the terms by which Local Authorities sold
their dwellings from discretionary on their part, to granting
the tenants a statutory right-to-buy. Dwellings were to be
offered for purchase at a discount to the open market price,
ranging from 33% for a buyer who had been a tenant for less
than four years, up to 50% for tenants of 17 years or more.
The maximum discount has subsequently been raised to 60%.6
Council housings sales reached a peak of nearly 200,000 units
per year in 1982 and now total over 800,000 units.
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Homeownership rates in Great Britain rose from 55.4% in 1980,
to 62.0% by 1986.
Housing Characteristics
of the approximately 21 million dwellings existing in
Great Britain in 1980, nearly 30% were constructed before 1919,
21% between 1919 and 1945, and 50% after 1945. Dwellings had
an average of 5.0 rooms with an average occupancy of 0.6
persons per room. Housing took the form of the "terrace" or
rowhouse, the single-family detached dwelling, and the
high-rise tower. The detached house and terrace are preferred
to the more dense flats in the high-rise towers.
Homebuyer Characteristics
Individuals in Great Britain become homebuyers at a younger
age on average than any of the five countries studied. It is
thought that this is the result of the unavailability of
private rental housing as an alternative and the long waiting
lists for Council housing. In 1980, 33% of households under
the age of 25 were owner-occupiers, and in the 25-29 age group
the proportion was 53%.9 Most buyers, because of age and the
difficulty of saving a downpayment, obtain loans with high
loan-to-value ratios.
SAVINGS SYSTEMS AND EQUITY SOURCES
From 1978 through 1987, the household savings rate in Great
Britain averaged 10.2% of disposable income. This average,
however, masks a steep downward trend in savings from 14.2% in
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1980 to 5.4% in 1987, a drop of nearly 2% per year.1 0
Building societies have been the major holders of
short-term personal savings with 49.2% of all deposits at the
end of 1983. The monetary or banking sector, including the
clearing house and trustee savings banks, hold 34.9% of
personal deposits. Trustee savings banks were formerly public
sector institutions that have been gradually privatized.
The National Savings system, operated by the government
through post offices, accepts deposits and offers five year
certificates for sale geared towards high-rate taxpayers. The
system holds a 15.7% share of the market. Commercial banks
have largely ignored the personal savings market which has only
been allowed since 1981 to solicit deposits from individuals.
PERSONAL SAVINGS DEPOSITS, 1983
Percent Em
Building societies 49.2 77,482
Monetary sector 34.9 54,931
National savings system 15.9 25,025
Source: Financial Statistics, 1984, HMSO
A variable rate of interest has been paid on most
accounts. Deposits take the form of ordinary passbook
accounts, high interest accounts, term accounts for fixed
length and interest rates, and regular savings accounts.
Regular savings accounts were typically used by first-time
homebuyers to save the necessary downpayment. There is no
system of deposit insurance on savings as in the United States.
Interest paid on savings to building society shareholders
is net of taxes, that is the taxes are paid by the building
society. The taxes are paid at a lower "composite" rate than
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the basic personal tax rate. The individual does not have to
pay taxes again on the interest income. This favorable tax
treatment by the government allows the building societies to
give a better after tax return to savings along with lower
mortgage interest rates than other institutions.
Under a bonus savings plan, an individual who saves
monthly for five years is eligible for a government paid bonus
equal to one year's savings on which no tax is due. If the
bonus is left undisturbed for an additional two years it is
doubled by the government. This program, known as a regular
savings account, has been used by homebuyers to save their
downpayment.
The building societies offer an "option mortgage scheme",
which provides a mortgage at 2% below market rate if the
borrower agrees to forego the income tax interest rate
deduction. This vehicle is a direct government subsidy through
the income tax system benefiting lower income households.
DEBT FINANCING INSTITUTIONS
The housing mortgage market in Great Britain is dominated
by the Building Societies followed by the monetary or banking
sector. The banks' share of new loans has fluctuated from
under 10% in the early 1970's to a peak of 36% in 1982. Bank
lending has recently constituted from 20-25% of all new
loans. 11
Insurance companies have largely withdrawn from mortgage
lending although some provide second mortgages in conjunction
with Building Society loans. The insurance industry also
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provides guarantees through an endowment policy on the
individual for housing loans with loan-to-value ratios in
excess of 80%.
Local Authorities and their agencies, under the
privatization program, provided mortgage loans for the purchase
of former Council housing. The following table summarizes
residential mortgage loans outstanding.
RESIDENTIAL MORTGAGE LOANS OUTSTANDING, 1985
Percent Em
Building societies 77.2 97,007
Monetary sector (banks) 16.7 20,938
Local authorities 2.8 3,494
Insurance companies and 2.2 2,711
pension funds
Other public sector 1.2 1,521
Source: International Housing Finance Factbook, 1987
All residential mortgage loans in Great Britain are at
variable rates of interest and no limits are set on the rate
variation permitted or on the timing, amount, and frequency of
change. The rates are tied to money market movement and are
generally set based on adding a margin to the fluctuating
interest rate paid to savers. When interest rates are rising,
the term of amortization or the amount of mortgage debt can be
increased to lessen the blow to the borrower. The borrower may
redeem the loan without penalty at any time.
Interest rates in Great Britain have been volatile. For
example, commercial bank lending rates changed 54 times between
1975 and 1978, fluctuating from 9% up to nearly 16%, down to
5%, and back up to 10%. Home mortgage rates and savings rates,
however, changed less frequently and less dramatically during
the same period, rising from 11% to 12.6%, and down to 9%,
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usually at 4 to 6 month intervals rather than weekly as with
the commercial banks.1 2
Mortgages typically have 30 year amortizations that may be
adjusted as interest rates fluctuate and are readily available
for 80% of home value. Loans of up to 100% are available
depending on the property and provided that the borrower obtain
an endowment policy from a life insurance company. Building
societies operate in a simple way by obtaining savings from the
public and lending the savings to home-buyers while maintaining
an adequate reserve of liquid assets. Building societies are
non-profit, mutual associations whose shares are owned by their
members, the depositors and borrowers.
Banks currently provide complete services to both
businesses and individuals but were not always allowed to
operate in the personal market. Because of this, personal
savings are typically a small percentage of total liabilities.
Most building society members have a bank account since banks
offer a wider range of services such as checking accounts which
are not available from building societies. Banks do provide
loans to homebuyers typically at higher rates than building
societies.
AUXILIARY MORTGAGE INSTRUMENTS
Mortgage Insurance
Great Britain has no system of mortgage insurance similar
to those offered by the government in Canada and the government
and private sector in the United States. As previously
discussed, certain loans with high loan-to-value ratios may
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require an endowment life insurance policy on the individual
obtaining the mortgage, which has a similar effect as mortgage
insurance.
Secondary Mortgage Market
Great Britain has no secondary mortgage market where
mortgages or mortgage-backed bonds are bought and sold. The
loans typically remain in the portfolio of the institution
lending the money. Since the individual building societies are
savings based that operate nationwide, there is no need for an
external arbitraging function which a secondary market would
provide.1 3
TAX POLICIES
Mortgage interest is deductible up to an aggregate amount
of E30,000 (US$19,455) and is the only form of consumer
interest deductible for income tax purposes. Additionally,
there is no capital gains tax on the sale of a principal
residence in Great Britain, increasing the attractiveness of
homeownership as an investment.
SUMMARY
Homeownership and affordability in Great Britain is
characterized by a history of volatile interest and inflation
rates, an aging housing stock, the absence of private rental
housing as an alternative to homeownership, and the dominance
of housing finance by one institution, the building society.
Half of Great Britain's housing stock was constructed
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before 1945. Government policies have resulted the total
absence of private rental housing. Public rental housing is
generally for low income households and has long waiting lists.
New households have little choice but to purchase housing and,
as a result, the British tend to purchase homes at a younger
age than citizens of other countries. Household savings and
housing finance are dominated by the building societies,
non-profit mutual associations that as a group hold 77% of the
home mortgages in Great Britain.
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CHAPTER 5 - Section 2
HOMEOWNERSHIP AND FINANCING MECHANISMS IN JAPAN
STATISTICAL DATA (1984)
Population 120,010,000
Annual population growth, % 0.7
Land area, sq km 378,000
Population density, overall, per sq km 317
Population density, habitable land, per sq km 1,500
Percent of population in urban areas 76
Number of households 36,640,000
Number of dwellings 38,607,000
Dwellings per 1000 322
Number of dwellings completed 1,381,800
Completions per 1000 11.39
GDP per capita, US$ 16,109
Percent GDP spent on housing 4.90
Homeownership percentage: 1970 59.0
1983 63.0
1986 62.3
RECENT ECONOMIC CLIMATE
Over the last twenty years Japan has achieved rapid
economic growth in comparison to other developed countries.
From 1960 through 1980, real GDP per capita increased an
average of 6.5% per year as compared to an average for all OECD
countries of 3.1%. Between 1975 and 1982, consumer prices
increased at a rate of 49.3% compared to the average OECD rate
from the same period of 93.2%.1
Residential construction prices have increased an average
of 6.6% per year from 1960 through 1982. Both short and long
term interest rates have been reasonably stable and generally
lower than other OECD countries, ranging from 9.0% in 1970, to
9.36% in 1975, to 7.56% in 1980, and to 7.9% in 1984.2
Japan is a country with few natural resources, a
relatively extreme climate, and is economically dependant on
overseas trade. Recent government policies have been directed
toward encouraging domestic consumption, including housing.
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THE HISTORY OF HOMEOWNERSHIP
After the World War II it was estimated that there was a
housing deficit of 4.2 million units, enough to house 20% of
the population at that time. The government first had to solve
the problem of providing housing for each family; and secondly
address the problem of improving housing conditions.
The density of population and shortage of land has
resulted in very high land costs, relatively small lots, small
dwellings, and long commutes from the workplace. Land cost is
a major component of house price, on average about one-half,
compared to one-quarter in Great Britain and less than
one-fifth in the United States. 3 As economic success continues
and more people and businesses concentrate in urban areas,
demand based inflation in land costs continues to exacerbate
the problem. Because land is such a large percentage of the
cost of the individual house, attempts to reduce the cost of
construction with new technologies, such as prefabrication,
have had less affect than might be expected in making housing
more affordable.
JAPANESE LAND PRICES
Consumer Nationwide Six Large
Price Index Cities Cities
1955 100 100 100
1960 120 303 303
1965 144 707 1038
1970 166 1412 1832
1975 323 2962 3836
1980 445 3979 5844
1985 506 5841 7817
1987 507 5851 10885
Source: Japan 1988, Japan Institute for Social
and Economic Affairs
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Japan has historically had high homeownership rates,
especially in rural areas, and many dwellings traditionally
were handed down within the family. In 1951, more than 65% of
homes were owner-occupied, by 1958 the figure was 71.2%. Rates
declined to a low of 59.2% in 1973, then rose to 62.4% in 1986.
The private rental sector accounts for most of the
remainder of housing tenure and there is a limited amount of
public sector rental housing. It is commonly believed that
much of Japanese housing is tied to employment. While the
proportion, 5.8% in 1986, is higher than in other countries, it
is not significantly so. 4 Employer housing is most pronounced
in the manufacturing industry where 77% of such firms provide
housing which is issued or rented to employees at 20% of market
rate.
Housing Characteristics
The majority of housing in Japan has been constructed
since 1960. Of the 38.6 million dwellings existing in Japan in
1983, only 9% were constructed before 1945, 12.5% between 1945
and 1960, 23% between 1961 and 1970, 37.5% between 1971 and
1980, and 7% through 1983. Dwellings had an average of 4.73
rooms with an average house size of 85.92 square meters and a
land area of 258 square meters. Occupancy was 0.71 persons per
room. Japanese dwellings have been increasing in size. In
1968, dwellings had an average of only 3.84 rooms and 73.86
square meters of area, with an occupancy of 1.10 persons per
room.5
Japanese housing dimensions are based on the tatami, a
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straw mat measuring roughly 3 by 6 feet (90x180 cm). Dwellings
are classified by the number of tatami per person, which has
risen from 4.91 in 1963 to 8.55 in 1983. The traditional
Japanese home has evolved from a small number of multi-purpose
spaces with little furniture, to larger more specialized spaces
with western style furnishings and appliances.
Of the households in Japan in 1986 that were not
owner-occupiers, the majority, 26.9% of total households, live
in privately owned rental houses. 8.3% of total households
live in public rental housing, 5.8% in employer provided
housing, and 5.6% live in rented rooms or other nonstandard
accommodations.
The level of public involvement in Japanese housing
production has been traditionally high. In 1983, 43.2% of the
1,137,000 new units constructed were publicly funded for the
owner-occupier. Approximately two-thirds of the total new
houses constructed have been for the owner-occupier market. In
1966, the government instituted the first of its five-year
plans to increase the level of housing construction. Prior to
this, almost all of the capital generated by savings in Japan
was funnelled into industrialization and manpower training.
Goals were set for publicly funded, private rental, and
owner-occupied housing.
In order to meet the goals of the five-year plans, the
government makes loans and financing available to public sector
developers, private developers, and individuals through the
Housing Loan Corporation. The first three five-year plans set
goals of 6.7, 9.58 and 8.6 million dwellings respectively,
39
which were largely met or exceeded.6 The fourth five-year plan,
from 1981 to 1985, set a goal of 7.7 million units.
Homebuyer Characteristics
The Japanese generally achieve homeownership at an older
age than citizens of other OECD countries due mainly to the
high cost of housing and the large percentage downpayment
required. Only seventeen percent of households with a head of
household of under the age of 29 owned their own home in 1978.
Forty-six percent of households with a head of family between
30 and 39 years of age were homeowners. Most families rent
before becoming owner-occupiers.
SAVINGS SYSTEMS AND EQUITY SOURCES
Japan has the highest personal savings rate in the world.
From 1978 through 1987, the household savings rate in Japan
averaged 17.3% of disposable income. The rate has been at a
near constant level of over 16% for the six years since 1982.7
This high savings rate has been attributed to a number of
factors including rapidly rising real incomes, the fact that
Japanese employers pay bonuses that are a high percentage of
base salary, that the Japanese social security system is not as
advanced as other countries causing people to save for old age,
and finally the nature of the Japanese people to save to
purchase housing, for illness, education for children,
vacations and other high cost consumer goods.8
The Postal Savings System is both the largest depositor of
personal savings in Japan and the single largest savings
40
institution in the world. In addition to the general tax
exemption on savings there is a additional exemption on postal
savings of up to Y3 million (US$20,000) per account. Most
people have more than one account under different names. It is
estimated that there are three postal savings system accounts
for each person in the country.
The system operates through Japan's 10,000 post offices
and offers both ordinary "passbook" type accounts and the more
popular TD certificates. The TD certificates carried interest
rates of between 4% and 6% in late 1983. The Postal Savings
System does not lend money per se, but places all of its funds
in the Trust Fund Bureau which in turn lends to a variety of
government agencies including the Housing Loan Corporation.
Following is a summary of personal sector deposits by
institution.
PERSONAL SAVINGS DEPOSITS, 1986
Percent Yb
Postal savings 32.0 97,563
City and regional banks 32.0 96,163
Agricultural cooperatives 12.0 37,863
Shinkin banks 12.0 35,610
Sogo banks 7.0 22,134
Credit cooperatives 3.0 9,298
Source: Economic Statistics Monthly, January 1986
City banks, regional banks and cooperatives are involved
in both personal savings and residential mortgage financing.
Shinkin banks are membership credit associations similar to
credit unions in the United States. Sogo are local mutual loan
and savings banks whose customer base is small businesses and
individuals. Most deposits in these institutions are time
deposits similar to the postal savings with durations of only
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several months. Interest rates are fixed for the time of
deposit and rates have fluctuated very little over time.
DEBT FINANCING INSTITUTIONS
The housing mortgage market in Japan is dominated by the
public sector Housing Loan Corporation which is the largest
single residential lender in the world. Other housing finance
institutions include commercial banks, savings related banks,
and cooperative mortgage lenders.
RESIDENTIAL MORTGAGE LOANS OUTSTANDING, 1985
Percent Yb
Housing Loan Corporation 35.0 21,216
City banks 13.0 8,246
Regional banks 10.0 6,221
Housing loan companies 8.0 5,053
Shinkin banks 8.0 4,669
Sogo banks 6.0 3,763
Life insurance companies 6.0 3,405
Bank trust accounts 4.0 2,463
Agricultural cooperatives 3.0 1,978
Labor credit associations 2.0 1,394
Other 4.0 2,661
Source: International Housing Finance Factbook, 1987
The Housing Loan Corporation is a government affiliated
institution and a public corporation that obtains its funding
from the postal savings system, rather than directly from
depositors. 90% of its funding comes from the Trust Fund
Bureau and 93% of its assets are housing loans, the vast
majority for private housing. The Corporation's charge is to
provide housing finance for moderate income families to
purchase housing, and private developers to construct housing
for sale. Approximately half of its funds are loaned to those
who build houses for their own use. One-third of funds are
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lent to purchasers of existing owner-occupied housing and the
remainder to rental housing, rehabilitations, and land
development.
There are house size limitations and mortgage maximums on
Corporation loans. Until recently loans would only be made on
houses of 120 square meters and less, with a maximum loan
amount of Y7 million (US$48,300). Interest rates ranged from
5.5% to 7.3% and varied both according to the income of the
applicant and the size of the dwelling. Subsequently, larger
loans and loans on dwellings up to 165 square meters have been
allowed at higher interest rates. 9
Mortgages were typically made on a fixed interest basis as
recently as 1987, although some commercial banks have begun to
introduce variable rates. Repayment is typically monthly with
a 25 year amortization term. The Housing Finance Corporation
will lend up to 80% of value on a new dwelling and 55% of value
on an existing dwelling. Commercial banks will lend up to 80%
of value on either new or existing dwellings, generally at or
below market interest rates. The Housing Loan Companies,
divisions of the commercial banks, will lend 80% of value at
substantially higher rates; up to 4 percentage points more.
Housing loans constituted only 5% of city bank assets in
1987. City banks lend on terms similar to the Housing Finance
Corporation at frequently lower than market rates, around 8% in
1983. The banks lend at lower than market rates because of
government policy and are financially able to because of the
relatively small percentage of business that housing loans
constitute.
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Regional banks are similar to City banks but are based in
prefectures (local government areas) and may have some branches
in neighboring prefectures. Less than 10% of their loans are
for home financing and their terms are generally similar to
those offered by City banks.
The housing loan companies were set up by the other
financial institutions as a more specialized entity to deal
with the small and labor intensive residential mortgage. They
are similar to the mortgage loan companies in Canada. Their
funding is borrowed from the parent financial organizations and
as such, their mortgage interest rates are typically at or
above market rate.
The life insurance companies, sogo and shinkin banks,
cooperatives and credit associations all offer some form of
housing mortgage with similar terms to the banks, generally at
or above market rates.
AUXILIARY MORTGAGE INSTRUMENTS
Mortgage Insurance
Japan has a system of mortgage insurance offered through
the Group Credit Life Insurance System and the Housing Loan
Guarantee Insurance System. The growth of the private housing
finance market since the mid-1960's has been credited to the
establishment of these programs by the government.
Secondary Mortgage Market
Japan presently has no secondary mortgage market although
the presence of mortgage insurance and an active and diverse
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private sector in housing finance may make it desirable in the
future as private institutions compete for funding on the
capital markets. 1 0
TAX POLICIES
Housing mortgage interest has been deductible in Japan
since 1978. Capital gains on housing are taxed similarly to
the United States with a requirement for reinvestment upon sale
within a certain time period and a one-time deferment at a
certain age.
There is no property tax on land in Japan and the property
tax on the house is reduced by 50% for the first three years of
homeownership.1 1
SUMMARY
Japanese homeownership and affordability is characterized
by high housing costs, low, stable interest and inflation
rates, strong cooperation between government and the private
sector, and active government involvement in the financing of
private sector housing. High housing costs are the result of
the country's population density that causes the highest land
costs in the world. Japanese lots and houses are typically
smaller with less amenities than the other countries studied.
Countering the higher cost of housing are Japanese
interest and inflation rates that are the lowest on average of
the countries studied. Through the implementation of a series
of five year plans directed to all facets of the housing
industry, the Japanese government has caused and encouraged the
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construction of over 25 million new housing units by both the
public and private sector. Additionally, the government and
government controlled entities typically provide lower than
market rate financing for almost 50% of new mortgages.
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CHAPTER 5 - Section 3
HOMEOWNERSHIP AND FINANCING MECHANISMS IN CANADA
STATISTICAL DATA (1986)
Population
Annual population growth, %
Land area, sq km
Population density, per sq km
Percent of population in urban areas
Number of households
Number of dwellings
Dwellings per 1000
Number of dwellings completed
Completions per 1000
GDP per capita, US$
Percent GDP spent on housing
Homeownership percentage: 1970
1975
1980
1985
25,675,000
1.1
9,363,000
2.74
75
8,992, 000
9,272, 000
361
184,596
7.19
14,174
6.18
60.3
61.8
62.1
62.4
RECENT ECONOMIC CLIMATE
Canada is considered to be one of the most prosperous
countries in the world even though its economic performance has
lagged behind those of other advanced countries in recent
years. During the period of 1960 to 1980, Canada's real GDP
per capita grew 3.1% per year which is similar to the OECD
average. Inflation in Canada has been somewhat below average
for the 1960 to 1980 period. Consumer prices increased by an
average of 5.3% compared to the OECD average of 6.1% per year.
The new housing price index increased 8.5% from 1985 to
1986 with an overall increase in new housing prices from 1981
to 1986 of 4.4%. This overall increase accounts for the
decreases in new housing prices in 1982 and 1983. Residential
building material costs, labor wages, and land costs rose 7.9%,
2.5% and 5.7% respectively from 1985 to 1986.2
House prices in urban areas increased considerably. The
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largest increases were 16.6% in Toronto, Ontario and 14.5% in
Kitchner, Ontario. British Columbia showed the least upward
movement, rising 0.5% in Vancouver and dropping 5.1% in
Victoria. Although house prices in Edmonton, Alberta had
decreased a total of 20.2% from 1981 to 1985, prices increased
7.3% in 1986.
Mortgage interest rates in Canada were relatively stable
from 1970 until 1980 at an average of 10%. However, in 1981
mortgage interest rates shot up to 18% and have been somewhat
volatile ever since. Mortgage interest rates in 1985 stood at
11.65%.3
THE HISTORY OF HOMEOWNERSHIP
Canada has had a strong tradition of owner-occupied
housing. The owner-occupation rate in 1941 was estimated to be
56.6%. During World War II scarce resources were being
allocated to the war effort and there was little material or
manpower with which to construct new housing. Following the
War, housing tenure shifted radically to the owner-occupied
sector as evidenced by the homeownership rates of 65.6% in 1951
and 66.0% in 1961.
Since that time homeownership rates declined to 60.3% in
1971 as Canada's population relocated from rural areas to the
major urban areas of Toronto, Ottawa, and Montreal. As with
other countries in this study, homeownership rates in urban
areas are lower than those in rural areas. This being largely
due to urban housing shortages and house prices increasing more
rapidly than income levels. For these reasons, housing in
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urban areas has traditionally been predominantly in the rental
sector and consists of dense apartments, semi-detached homes,
and row housing to accommodate the increased urban population.
During the 1970's homeownership rates began to rise again
from 60.3% in 1970, to 61.8% in 1975, and to 62.1% in 1980.4
One explanation for this rise was the introduction of the
concept of the condominium in the early 1970's which offered
low-cost entry to the homeownership market for many households
of the postwar baby boom generation. The Canadian government
was also promoting homeownership in the early 1970's by
offering financial assistance to moderate income households for
the purchase of a first home. In some cases, the assistance
was substantial enough and the financing generous enough to
make the costs of homeownership less than the costs of renting.
Although Canada's population grew by only 4.2% in the
period between 1981 and 1986, the number of private occupied
dwellings grew by 9.4%. The rate of increase in the number of
occupied dwellings has actually declined significantly from the
average of 16% over the past two decades. This is partially
due to the slow-down in population growth overall and to the
maturing of the baby boom generation which was forming new
households in the early and mid-1970's.5
Housing Characteristics
Canada's housing stock is considered to be very good and
Canadians often claim that they are the best housed people in
the world. Of Canada's 9.72 million dwellings which comprised
the 1986 total housing stock, 20% were constructed before 1941
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and 36.2% was constructed during the period between 1971 and
1986. The distribution of dwelling types from 1981 to 1986 has
not changed significantly. Detached single-family homes
comprise 57.5% of all dwelling stock with the remaining 42.5%
made up of semi-detached homes, row houses, apartments, and
flats.
In 1986, there were an average of 5.7 rooms per household
with an average of 0.48 persons per room and 2.73 persons per
household.6 Overall, the average floor area of new homes has
increased from 98.4 square meters in 1975 to 114.7 square
meters in 1985. Existing homes purchased in 1985 averaged
104.5 square meters of floor area.
Prices in 1985 averaged C$82,486 (US$68,824) for new
homes, C$64,861 (US$54,118) for existing homes, and C$64,562
(US$53,869) for new condominiums, all in major metropolitan
areas. These home purchases utilized National Housing Act
(NHA) loans which are typically used by first time homebuyers.7
Homebuyer Characteristics
In 1985, the average homebuyer of a new and existing
detached single-family home was 33 years of age. Of the
homebuyers with NHA mortgages, 55% were between 25 and 34 years
of age, 72% were between the ages of 25 and 39, and 54% had two
or more children living at home.8 In 1985, the average family
income of NHA borrowers for new homes was C$43,605 (US$36,383),
for existing homes C$38,049 (US$31,747), and for condominiums
C$36,985 (US$30,859).9 Again, these incomes are representative
of first time homebuyers.
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SAVING SYSTEMS AND EQUITY SOURCES
The major deposit taking institutions for household
savings in Canada are the chartered banks, trust companies, and
credit unions (caisses populaire), and mortgage loan companies.
These institutions hold 84% of all personal savings in Canada
with the remainder deposited in savings banks and government
savings bonds.1 0
Unlike other Western countries, Canada has no specialized
savings banks or building societies. There has always been
competition among all institutions as all offer a whole range
of retail business to the personal sector. Financial
institutions operate nationwide through an extensive branch
system rather than locally as in the United States.
Savings rates in Canada averaged 13.8% of disposable
income in the period from 1978 to 1987. However, the peak
savings rate of 18.2% in 1982 had dwindled to 9.8% in 1988.11
PERSONAL SECTOR DEPOSITS, 1983
Percent C$b
Chartered banks 42.0 103.3
Trust companies 19.0 45.5
Credit unions 14.0 33.5
Mortgage loan companies 9.0 22.3
Other 16.0 41.5
Source: Statistics Canada, Financial Institutions, '83
one unique savings feature offered through the Canadian
Mortgage and Housing Corporation (CMHC) is the Registered
Homeownership Savings Plan (RHSP) which was begun in 1975. The
CMHC was created in 1946 and is a crown corporation with five
regional and seven provincial offices. Its function is to
implement economic and social housing objectives of the
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government.
The RHSP provides taxpayers with a method of tax free
savings to purchase an owner-occupied home. A Canadian
resident taxpayer can contribute a maximum of C$1,000 (US$834)
per year into the plan up to a lifetime maximum of C$10,000
(US$8,344). Annual contributions are tax deductible and income
on the investment is not taxed as long as it remains in the
plan. Both income and capital are not taxed if the capital is
used for the purchase of an owner-occupied home. Any approved
institution can offer this plan. At the end of 1983,
approximately two million such savings plans had been issued.12
DEBT FINANCING INSTITUTIONS
The Canadian housing finance system is less segregated
than those in the other countries studied and is more closely
integrated into the national financial markets. All of the
major savings institutions offer residential mortgages. Until
1950, life insurance companies were the major lenders in the
mortgage market with over 50% of the market. However, they now
focus their attention away from residential property and toward
the commercial property markets. Chartered banks are the
predominant residential mortgage lender as indicated by the
following tables.
RESIDENTIAL MORTGAGE LOANS OUTSTANDING (%C$)
Chartered Trust Life Ins. Loan Other Total
Banks Cos. Cos. Cos. Cos. C$m
1973 31.5 39.4 10.6 16.2 2.3 6,933
1975 31.0 36.5 8.3 21.4 2.8 8,981
1980 37.2 31.8 10.7 17.1 3.2 11,987
1985 44.5 26.1 6.1 20.2 3.1 29,965
Source: Canadian Housing Statistics, 1985
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In 1948 the National Housing Act (NHA) which established
the CMHC began the modern era of housing finance. The NHA also
provided for loans up to 90% of the value of the house,
instituted a system of government mortgage insurance, and
allowed the chartered banks to make insured housing loans.
Loan rates at that time were stipulated by the government and
were changed periodically to reflect market conditions. Banks
during the same period were not permitted to make loans at
higher than 6% interest.
The 1967 Bank Act removed the 6% interest rate limitation,
permitted banks to make NHA insured loans at the current rate
permissible, and also allowed banks to make conventional,
uninsured loans for up to 75% of the value of the home.1 3
One unique aspect of the Canadian housing finance system
is that although loans are made at the prevailing rate of
interest with a 25 or 30 year amortization period, the term of
the loan was traditionally only five years. Sometimes
described as a rollover mortgage, it is in fact a renewable
mortgage and is used almost exclusively for the purchase of
single-family homes. The borrower has a fixed rate of interest
over the term of the loan and is renewed at the new prevailing
rate of interest at the end of the term. Recently the loans
have been changed to have terms from one to five years as
interest rates have become more volatile. This has allowed
lenders to more closely match assets with liabilities.
Both the borrower and the lender have the option of not
renewing the loan. The borrower also has the option of
repaying the loan and taking out a loan with another lender.
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If the borrower does renew the loan with the same lender, no
additional closing costs are charged. Changing lenders can
tend to be expensive due to the additional closing costs
imposed. 1 4
AUXILIARY MORTGAGE INSTRUMENTS
Mortgage Insurance
Mortgage insurance was initially introduced by the
Canadian government in the Dominion Housing Act of 1935 and the
NHA mortgage insurance program began in 1955. The NHA mortgage
insurance program provides mortgage insurance typically for 90%
of the total loan value with amortizations of up to 40 years.
As of 1980, following massive claim losses in 1979, a policy
fee which varies according to perceived risk is added to the
loan and amortized over the life of the mortgage. Private
mortgage insurance is also available and is used primarily for
higher priced homes since NHA insurance is targeted towards
middle-income homebuyers.15
Secondary Mortgage Market
The secondary mortgage market in Canada is quite small
when compared with the market in the United States. This
market encompasses less than 5% of all mortgages originated as
compared to 70% in the United States. The main reason this
market has not fully developed is because Canadian housing
finance institutions are nationwide and it is not necessary to
arbitrage funds from one part of the country to another as this
can be done by the financial institutions themselves.1 6
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One aspect of the secondary mortgage market which is
unique is that the Canadian renewable mortgages are salable on
the international money markets because of their short terms.
Traditionally, Canadian mortgage interest rates have been high
by international standards thus making them attractive
investments, especially since they are insured.1 7
The major sellers of mortgages are the chartered banks
followed by the trust companies. A significant development of
the secondary market was made in 1977 when the CMHC sold a
considerable portion of its loan portfolio. There have been
attempts made to stimulate the secondary mortgage market and
make it more active but they have not yet been successful. 18
Interest Rate Protection
In 1984, the Mortgage Rate Protection Plan was established
to protect homeowners against extraordinary increases in
mortgage interest rates. On payment of a fee the program will
fund 25% of the increase in monthly payments resulting from a
rise of more than 2 percentage points in the rate.
In 1986, an index-linked mortgage instrument was
introduced by the Federal Cooperative Housing Program which
provides stable long-term financing, reduces high up front
financing costs, and may result in lower real mortgage rates.
Also in 1986, a mortgage-backed securities program was
introduced as a means to finance longer term mortgages. Under
this program the CMHC guarantees timely payment of capital and
interest on mortgage-backed securities secured by a pool of NHA
secured mortgages. 1 9
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TAX POLICIES
Despite the lack of mortgage interest deductibility from
federal income taxes, Canada has almost as high a level as
homeownership as does the United States. Without these income
tax deductions, housing is considered a less attractive
investment during periods of high inflation. During these
periods, more Canadians have chosen rental tenure over
homeownership as evidenced by decreasing homeownership rates
during the early 1970's.
There have been political ramifications concerning this
issue as both renters and owners have sought relief in the form
of deductibility of mortgage interest. It is feared by the
government that making mortgage interest deductibile would
severely reduce operating revenues without alternate revenue
sources in place. For this reason, mortgage interest will most
probably not be deductible for some time to come.
As a way of tax relief to the individual homeowner, the
government charges no capital gains tax on the sale of a
primary residence. It is the government's view that this
benefit more than makes up for the fact that mortgage interest
is not deductible.
SUMMARY
The most significant affects on Canadian housing
affordability and homeownership are the use of the renewable
mortgage and the fact that housing receives no preferential tax
treatment. The renewable mortgage was successful while
interest rates were relatively stable, however, volatile
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interest rate fluctuations in the 1980s' necessitated the
shortening of terms from five years to one as financing
institutions sought to match assets with liabilities. By doing
so, the homeowner has no protection against rising interest
rates and homeownership rates slow or decline during periods of
inflation.
The lack of mortgage interest deductibility affects
housing affordability as the homeowner must bear the full force
of mortgage payments in a climate of annual changes in interest
rates. The government does not use this avenue to promote
homeownership and homebuyers do not view the home purchase as
hedge against inflation but only as an investment resulting
from home value appreciation.
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CHAPTER 5 - Section 4
HOMEOWNERSHIP AND FINANCING MECHANISMS IN WEST GERMANY
STATISTICAL DATA (1986)
Population 61,180,000
Annual population growth, % -0.1
Land area, sq km 248,600
Population density, per sq km 246
Percent of population in urban areas 84
Number of households 25,550,000
Number of dwellings 26,782,000
Dwellings per 1000 438
Number of dwellings completed 398,373
Completions per 1000 6.51
GDP per capita, US$ 14,611
Percent GDP spent on housing 6.36
Homeownership percentage: 1978 36.5
1982 37.0
1987 42.0
RECENT ECONOMIC CLIMATE
The economic recovery of West Germany since World War II
is considered one of the strongest of any of the countries
involved in the War and is often referred to as the "German
Miracle". The West German economy remains strong and the
standard of living is higher than in any other major Western
European country. During the period of 1960 to 1980, real GDP
per capita grew by 3.2% a year, similar to the OECD average.1
Residential home prices kept pace with general inflation
through most of the 1970's until 1977 when there was a sharp
rise in real house prices which lasted for four years. Since
1981, however, house prices have been steadily falling.2
The major success of the West German economy has been in
keeping inflation under control. Between 1960 and 1980
consumer prices increased by an average of 3.9% per year as
compared with the OECD average of 6.1%. The low level of
inflation has contributed to the stability of the economy and
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of interest rates which are among the lowest in the world.3
Mortgage interest rates ranged from 8.2% in 1970, to 9.1% in
1975, and back down to 6.6% in 1980.4 In West Germany there is
essentially no spread, or risk premium, between the rate on
industrial bonds and mortgage rates. This has contributed to
the strength of the West German housing financing system in
which the mortgage banks operate best when long term interest
rates are relatively low and stable.5
THE HISTORY OF HOMEOWNERSHIP
Following World War II there was an acute housing shortage
because major West German cities were severely damaged by the
conflict. The major focus of West German housing policy at
that time was to provide habitable shelter for its citizens.
The government provided massive state support for housing
construction until the mid-1960's.
Most of the housing constructed was in the form of rental
apartments and flats to provide immediate shelter. Over half
of all dwellings in West Germany are in blocks containing three
or more units, this percentage rises to 63% in the densely
populated areas.6 As of 1987, only 42% of homes in West Germany
were owner-occupied,7 this percentage being well below those of
the other countries within this study, although it is
substantially higher than the figure of 24% which was estimated
for 1950.8
Although most houses are rented, West Germany has a very
high proportion of dwellings privately owned. In 1978, 79% of
all units were owned privately, 16% were owned by housing
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enterprises, 4% were owned by financial institutions, and only
3% were owned by the public sector. West Germany has a
thriving private rental sector since most people who become
owner-occupiers do so later in life than in other countries.
During this period of renting many people save the necessary
downpayment for a house purchase.
By the mid-1960's, the acute housing shortage was overcome
and the government began providing more aid to owner-occupied
housing in an effort to bridge the affordability gap between
housing costs and the prices people were able to pay.1 0 More
recently, housing policy has switched toward aiding individuals
with high housing costs in relation to their incomes rather
than the construction of dwellings. There has also been an
increased focus on modernization and rehabilitation of existing
structures rather than on new construction.
As with the other countries in this study, the major
housing problems of late are those of providing low cost
housing in urban areas for the owner-occupied sector. As of
1978, the homeownership rate in urban areas was only 30%.
House prices in West Germany are also more expensive with
respect to income than in other countries within this study.
The average house price in West Germany is 8.5 times earnings
in urban areas and 6.0 time earnings in rural areas, compared
with a ratio of 3 to 4 times earnings in most other
countries.12
Housing Characteristics
Most of housing stock in West Germany is relatively young
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owing to the high level of new housing construction output
after World War II. Only one-third of all dwellings date from
a time before 1948 and as much as one-fifth of the housing
stock is less than 15 years old. Over half of the dwellings
are found in one- or two-family buildings. The standard of
housing provision in West Germany is high in qualitative terms.
Owner-occupiers have 36 square meters of space per person and
the average dwelling has 105 square meters of floor space.13
Homebuyer Characteristics
People who become homebuyers in West Germany tend to do so
later in life than in other countries. Most young couples tend
to spend the first ten years of their lives together in rented
accommodations and may only purchase one house in their
lifetime. Given a free choice many people do not wish to
purchase a home until they are in their 30's. 40% of people
are in the 40-60 age group before they become owner-occupiers;
another 40% are between 30 and 40. This is a sharp contrast to
the age at which households become owner-occupiers in other
countries in this study.1 4
The late age at which many people choose to become
owner-occupiers in West Germany is due in part to the time
required to save the necessary downpayment which is typically a
minimum of 20% of the house price. High house prices in
relation to earnings (8.5 times earnings in urban areas) as
compared with other countries also tends to push back the age
at which people become homebuyers.
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SAVING SYSTEMS AND EQUITY SOURCES
Household savings rates as a percentage of disposable
income in West Germany have been relatively stable since 1978
at 12.5%.15 The majority of savings deposits by individuals are
placed in the savings banks (Sparkassen) and the building and
loan associations (Bausparkassen). The remainder is held by
the big banks (Deutsche Bank, Dresdner Bank, and Commerzbank)
and other commercial and private banks. 1 6
PERSONAL SAVINGS DEPOSITS, 1983
Percent DMb
Savings banks 43.0 279.9
Building and loan associations 19.0 123.0
Credit cooperatives 20.0 131.1
Big banks 7.0 44.8
Other banks 11.0 70.7
Source: Statistiche Beihefte su den Montasberichten
der Deutschen Bundesbank, 1984
Building and Loan Associations (Bausparkassen)
The building and loan associations function as specific
capital accumulation institutions for the financing of housing
construction. Originally founded in the 1920's, the
Bausparkassen offer contractual savings schemes by which
subscribers commit themselves to depositing monthly
contributions while the Bausparkassen commits to make a loan
equal to the difference between and agreed contractual sum and
the amount saved.
The Bausparkassen contract savings system operates by the
having the saver contract to save any amount and the agrees to
deposit a certain amount each year, generally 5% of the
contract sum. The saver can contract to receive interest at a
rate of 2.5% or 4.5% a year. The interest earned is tax free
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of to a limit of DM800 (US$405) per married couple. A
government savings bonus of 14% (plus an additional 2% for each
child under the age of 18) of the amount saved each year is
paid up to a maximum of DM800 (US$405). This bonus has been
reduced in recent years from 25% in 1974, to 23% in 1975, to
18% in 1976, to the current level of 14% in 1982. Although
this has reduced the attractiveness of Bausparkassen accounts,
the bonus remains tax free. However, to be eligible for the
bonus, household income must not exceed DM48,000 (US$24,279)
plus DM1,800 (US$910) for each child under the age of 18.
At the end of 1983 there were over 24 million
Bausparkassen contracts outstanding, an average of nearly one
per household, although some households may have more than one
contract. The net increase in the number of contracts has
declined sharply since 1982 when the reduction in the savings
premium from 18% to 14% took effect. 1 7
DEBT FINANCING INSTITUTIONS
The West German housing finance system is unique and
relatively complicated in that most borrowers obtain their
financing from more than one source. It combines elements of
all three types of housing finance systems, the contract
system, the deposit taking system, and the mortgage bank
system. Among the various institutions that provide housing
finance, no one institution has more than 30% of the total
market as indicated by the following table.
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RESIDENTIAL MORTGAGE LOANS OUTSTANDING, 1985
Percent DMm
Savings banks 25.0 175,148
Mortgage banks 27.0 192,658
Building & loan assoc. 18.0 123,536
Big banks 20.0 132,514
Other 10.0 79,572
Source: Statistiche Beihefte su den Montasberichten
der Deutschen Bundesbank, 1986
In West Germany a home purchaser is likely to have to put
down 20 to 25 percent of the purchase price in cash. He or she
would then obtain a first mortgage for 40 to 50 percent of the
purchase price for a period of up to 30 years from a savings or
mortgage bank. A second mortgage would frequently be obtained
from a Bausparkassen for the balance of the purchase price at a
lower interest rate than the first mortgage. Most home
purchasers have more than one mortgage since the first mortgage
is typically for no more than 50 percent of the purchase price.
The combination of two or three mortgages will usually produce
a package in which the loan-to-value ratio is around 80
percent. Typically, the first mortgage lender will put
together a loan package for an individual which will include
all the mortgages from different lenders.
Savings banks (Sparkassen) give first mortgages for
relatively low percentages of the purchase price of a home,
generally 40% of the cost. They offer both fixed rate
mortgages for short term loans or second mortgages, and
variable rate long term first mortgages.
Mortgage banks are the largest group of lenders for home
purchases even though they are not deposit taking institutions,
and finance their housing activities by issuing mortgage bonds
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of similar terms and maturities to the loans which they make.
Mortgage banks lend on first mortgages which are generally 50%
of the purchase price with amortizations of 20 to 25 years.
The loan has a fixed rate for terms between one and ten years
and is renegotiated at the end of the term.
With the Bausparkassen, once the saver has deposited a
minimum of 40% or 50% (depending on the contractual
arrangement) of the contractual sum, he or she is entitled to
the entire contractual amount. The loan is therefore equal to
the difference between the saved amount and the contractual
amount. By law, however, the loan amount cannot be greater
than 60% of the purchase price of the home and is generally no
more than 50% of the purchase price. The Bausparkassen loan
carries a rate of interest of 4.5% (if the 2.5% savings rate
was selected) or 5.75% (if the 4.5% savings rate was selected)
and is normally paid over 10 or 12 years. This loan will then
be combined with one or more of the loans mentioned earlier to
comprise the entire purchase price of the home.1 8
AUXILIARY MORTGAGE INSTRUMENTS
West Germany has no effective auxiliary mortgage
instruments. Mortgage insurance comparable to that found in
the United States and Canada does not exist. Nor is there a
secondary market for mortgage loans. A portion of the
mortgages are originated by mortgage banks which issue their
own securities but these are kept in the bank's portfolios to
meet the amortization requirements of the bonds and are not
traded.
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A "lender of last resort" does not exist in West Germany
and there is no dominant entity in the mortgage market to set
the pace and tone for mortgage lending as there is in the
United States with the Federal Home Loan Bank Board or in
Canada with the Canada Mortgage and Housing Corporation. 1 9
TAX POLICIES
West German tax policy does not provide for the
deductability of mortgage interest from annual income taxes as
is provided for in the United States, Great Britain, and Japan.
Yet the government is attempting to expand homeownership in
light of the current low rate and high housing costs. Some tax
incentives have recently been enacted by the government.
The most significant tax advantage to homeowners is the
ability to deduct from income an amount equal to 5 percent of
the value of a house for a period of 8 years. This deduction
is available for both new and existing homes with a cost limit
of DM150,000 (US$75,872) for a one-family house or condominium,
and DM200,000 (US$101,163) for a two-family house.
For new houses there is an additional subsidy in the form
of an exemption from real estate taxes for ten years. There is
also a waiver of the 7 percent land transfer tax and the
purchase of a new home. There is no capital gains tax on the
sale of real estate if the holding period is at least two
years. These subsidies, however, are directed to new housing
construction in general and are not specifically directed
towards owner-occupied housing.2 0
In January of 1987 the new Homeownership Assistance Act
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came into effect which has revised the tax incentives to
encourage homeownership. The law covers the raising of
production and purchase costs eligible for assistance to
DM300,000 (US$151,745) and allows for up to half of the costs
of the land to be included in the assistance.2 1
SUMMARY
West Germany has the lowest homeownership rate of the
countries in this study primarily due to the great supply of
private rental housing available and the fact that home prices
are typically high at the ratio of eight times earnings.
Specialized housing finance institutions, such as the
Bausparkassen, seek to make homeownership more affordable by
offering contractual savings plans for downpayments and the
assurance of mortgage financing when the terms of the contract
are fulfilled. Interest rates are low and relatively stable in
West Germany. The government encourages homeownership by
making the interest earned on home savings plans tax free,
offering a tax free savings bonus of 14% upon completion of a
Bausparkassen contract, and giving homebuyers the ability to
deduct five percent of home value from income for tax purposes
for a period of eight years.
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CHAPTER 5 - Section 5
HOMEOWNERSHIP AND FINANCING MECHANISMS IN THE UNITED STATES
STATISTICAL DATA (1986)
Population
Annual population growth, %
Land area, sq km
Population density, per sq km
Percent of population in urban areas
Number of households
Number of dwellings
Dwellings per 1000
Number of dwellings completed
Completions per 1000
GDP per capita, US$
Percent GDP spent on housing
Homeownership rates: 1970
1975
1980
1986
239,283,000
1.0
9,363,000
26
73
91,066,000
99,888,000
417
1,812,000
7.57
17,324
5.20
62.9
64.6
65.5
63.9
RECENT ECONOMIC CLIMATE
The United States has the strongest economy in the world
and has a higher standard of living of any other country in the
world except West Germany. In the period from 1960 to 1980
real GDP per capita grew by 3.5% which is slightly higher than
the OECD average of 3.1% for all other countries.1
Residential housing prices have risen annually since World
War II with an average increase from 1970 to 1987 of 8.4%.
Nationwide, the average home price in 1977 was US$49,320 and by
1988 had risen to US$129,400 nationwide.2
Consumer prices increased an average of 6.4% from 1970 to
1988 as compared to the OECD average of 6.3% for the same
period. Although inflation is generally low, it has been
volatile. In 1976, the CPI annual percentage change from the
previous year was 5.8%, whereas in 1980 it was 13.5%. From
1982 to 1988, the average CPI annual percentage change was only
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3.4%.3
Mortgage interest rates have similarly been volatile. In
1970, mortgage interest rates were 8.55%, in 1975 9.1%, in 1980
12.66%, in 1985 11.2%, and in 1988 9.00% for fixed rate
mortgages.4
THE HISTORY OF HOMEOWNERSHIP
Homeownership in the United States is typically referred
to as the "American dream". Homeownership rates in the United
States have been the highest among industrialized nations since
before World War II and was at its highest in 1980 when 65.5%
of all households were owner-occupiers. As with the other
countries in this study, there are higher homeownership rates
in rural areas at 82%, than in urban areas at 59%.5
The major contributions to high homeownership rates lie in
the preferential tax treatment of homeownership by the federal
and state governments and the basic efficiency of the United
States real estate markets. The federal government of the
United States has done more to promote homeownership than any
other country in the world. Homeowners are able to deduct the
interest paid on mortgages and the amount of property taxes
paid from their income taxes thus reducing the after-tax cost
of housing by over 20%.
The efficiency of the United States real estate market
relates to the high mobility rate of the population. Twenty
percent of the population relocates annually and accounts for a
high number of real estate transactions.6 Such activity is
predominantly in the existing housing market, thus creating an
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efficient real estate market.
Housing Characteristics
The United States is a well housed nation by almost any
standard in terms of housing condition. Approximately 73% of
the housing stock in the United States was constructed after
World War II. In 1980, the average dwelling was 126.0 square
meters in size and had 5.1 rooms with 2.7 persons per
household.7, 8 The median new home size has increased from 162.2
square meters to 188.4 square meters in 1988.
Home prices in the United States have increased an average
of 10.75% per year during the period from 1984 to 1988. In
1988, the average home price for both new and existing homes
was US$129,400. For new homes, the average price was higher at
US$149,400. Again, urban home prices are higher than rural
prices. In 1988, the average home price for the San Francisco,
Boston, New York City, Washington, D.C., and Los Angeles
metropolitan areas was US$191,960.9
Homebuyer Characteristics
The profile of the first-time homebuyer in the United
States has changed over the last ten years. In 1977, the
median age was 26 years and 75.2% of these buyers were married
and had a median household income of US$20,000. In 1987, the
first-time homebuyer had a median age of 31.5 years and 61% of
these buyers were married and had a median household income of
US$39,300. The choice of home for first-time buyers has not
changed significantly over this period with approximately 40%
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of all first-time buyers purchasing single-family homes which
were 25 or more years old.
By way of contrast, in metropolitan areas, the median age
of the first-time homebuyer in 1987 was 36.8 years, 68.9% were
married and had a median household income of US$52,800. In
53.4% of the households, a second income by a member of the
household accounted for 10% or more of total household
income.10
SAVINGS SYSTEMS AND EQUITY SOURCES
The major savings institutions in the United States are
the commercial banks, savings and loan associations, mutual
savings banks, and credit unions. Savings are also placed in
pension funds, insurance companies, government savings bonds,
and corporate bonds.
PERSONAL SAVINGS DEPOSITS, 1985
Percent US$b
Commercial banks 49.0 1,110.0
Savings and loan associations 33.0 752.0
Mutual savings banks 12.0 272.0
Credit unions 6.0 127.0
Source: Federal Home Loan Bank Board, 1986
The nature of personal savings has changed over the past
fifteen years from passbook savings accounts with regulated
rates of interest to short term instruments yielding money
market related rates of interest. This has come about as a
result of a combination of high and volatile interest rates
which has made the average consumer much more interest rate
sensitive.
Savings rates in the United States averaged 5.94% of
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disposable income during the period from 1978 to 1987. The
peak of the 7.5% savings rate in 1981 declined to just 3.8% in
1987.11
Savings in the United States are insured by the Federal
Deposit Insurance Corporation (FDIC) for commercial and mutual
savings banks, and by the Federal Savings and Loan Insurance
Corporation (FSLIC) for the savings and loan associations for
up to US$100,000 per account.
The commercial banks' dominance of the personal sector
savings market is in sharp contrast to the their share of the
market in 1977 which stood at only 36%. This shift is due
largely to depositors' sensitivity to interest rates resulting
in deposits made in accounts bearing money market rates of
interest. As a result, the savings and loan associations'
market share of savings deposits is much lower than the share
held in 1977 of 46.9%. Most deposits in S&L's are in short
term certificates of deposit (CD's) and money market accounts.
Together these two types of accounts comprised 87% of all
savings deposits at the end of 1985.12
DEBT FINANCING INSTITUTIONS
Until the early 1970's, the housing finance system in the
United States was quite simple. Loans were made a fixed rates
of interest with 25 or 30 year amortizations and generally had
a loan-to-value ratio of 90%. By 1987, almost half of all
loans originated had adjustable rates of interest, which were
authorized by the FHLBB in 1981, and of those opting for fixed
rate loans, 28% had loan terms of 15 years or less.
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Loan-to-value ratios were more in the 80% range. 1 3
In the 1970's, the secondary mortgage market greatly
expanded contributing to the rapid growth of the mortgage
banking industry which is comprised of institutions which make
and service loans but do not hold them. The market share of
mortgages shifted from being predominantly with savings and
loan associations to mortgage banks, as indicated in the
following table. The rise in market share of savings banks in
1982 was primarily due to a number of savings and loan
associations converting to savings bank status.
RESIDENTIAL MORTGAGE LOANS OUTSTANDING (%US$)
S & L Savings Commercial Mortgage
Assoc. Banks Banks Banks
1970 41.8 14.1 14.2 8.3
1977 44.5 10.9 16.6 11.5
1978 46.2 8.1 16.8 15.5
1982 36.2 5.8 16.0 24.8
1983 32.1 7.9 15.1 31.1
1984 31.9 8.5 14.6 29.2
1985 29.4 8.3 14.6 33.4
Source: Federal Reserve Board, Flow of Funds Accounts
The above table does not sufficiently show the state of
mortgage industry because of the large extent of the secondary
mortgage market in the United States. In 1985, approximately
70% of all mortgages originated were sold on the secondary
market. The complicated nature of the United States home
financing system as it pertains to the secondary mortgage
market will be more thoroughly explained in a subsequent
section of this chapter.
Mortgage banks serve primarily as middlemen in the
mortgage market. They mobilize capital market resources for
the issuance of mortgages. Their operation consists mainly of
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borrowing short term money, usually from commercial banks, and
originating mortgages for a fee. Loans originated by mortgage
banks are held for a short period of time then sold in the
secondary mortgage market to investors who wish to hold
mortgages in their portfolios such as insurance companies,
pension funds, and federal agencies.
Savings and loan associations not only hold loans which
they originate but also hold loans originated by other
institutions. Commercial banks are not primarily mortgage
lenders, preferring to concentrate on loans to businesses and
consumers. They sold a majority of the loans they originated
on the secondary market. They have, however, become more
heavily involved in the residential mortgage market through
mergers and acquisitions of savings institutions during the
1980's.
Credit unions do not, as a rule, make mortgages and are
more oriented toward consumer loans, especially automobile
loans. They are, however, a major lender for housing repair,
renovation, and home improvement loans. 1 4
AUXILIARY MORTGAGE INSTRUMENTS
The United States has a very well developed secondary
mortgage market which is the largest in the world. As
previously mentioned, in 1985, 69.8% of all mortgages
originated were subsequently sold on the secondary market.
This high market activity is due mainly to the existence of
guaranteed mortgage insurance.
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Mortgage Insurance
The Federal Housing Administration (FHA) pioneered
mortgage insurance in the United States. The FHA was created
in 1934 and is an agency of the Department of Housing and Urban
Development and insures mortgages up to a maximum value of
US$187,000. The borrower pays an annual insurance premium of
0.5% of the average principal outstanding over the year and
repayment of the loan is guaranteed.
The Veterans Administration (VA) operates an insurance
program for qualified veteran of military service and insures
mortgages up to a maximum of US144,000. The Farmers Home
Administration also provides mortgage insurance for homes in
rural areas and insures mortgages up to a maximum of
US$101,250. Private mortgage insurance companies provide
insurance for an up-front premium of 1% of the mortgage amount
and an annual charge of 0.4% is added to the monthly mortgage
payment.
Secondary Mortgage Market
The original rationale behind the secondary mortgage
market in the United States was to overcome the regional
monetary imbalances caused by restrictive banking legislation.
The bulk of the savings were raised in the east coast financial
centers while the bulk of the loans required were in the
southwest and along the west coast. Since the United States
did not have nationwide banking systems able to transfer funds
between these regions, the secondary mortgage market enabled
borrowers in the west to borrow from the surplus of funds in
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the east.
If a mortgage is to be an attractive to an investor then
it needs to be viewed as a source of investment. In the United
States this is accomplished in two ways. First, federal
governmental bodies established a uniform system of lending
criteria by which mortgages are eligible for the secondary
market; and second, the existence of federally guaranteed
mortgage insurance which makes the mortgage instrument as
secure as a government investment. The secondary mortgage
activity for 1985 is illustrated in the following table.
RESIDENTIAL MORTGAGES, 1985
Originations Sales Purchases
Thrifts 50% 52% 25%
Commercial banks 20% 9% 3%
Life insurance &
pension funds 1% 1% -
Federal agencies 2% - 60%
State/local agencies 2% - 3%
Mortgage banks 23% 38% 9%
Others 2% - -
Total, US$m 248,829 198,764 222,479
Source: Freddie Mac, Secondary Mortgage Markets, 1986
The secondary mortgage market has been promoted largely
through the activity of government and quasi-government
organizations such as the Government National Mortgage
Association (GNMA, a.k.a "Ginnie Mae"). The GNMA was
established in 1968 and is a wholly owned government body
operating within the Department of Housing and Urban
Development. The GNMA approves lenders to become issuers of
GNMA securities which carry insurance guaranteed by the GNMA
which can then be issued to the secondary market.
The Federal National Mortgage Association was created by
79
Congress in 1938. In 1968 its functions were separated into
the GNMA and the new FNMA (a.k.a "Fannie Mae"). Unlike the
GNMA which only guarantees loans and does not hold them, the
FNMA purchases loans on the secondary market. Initially the
FNMA purchased only FHA and VA insured loans, but since 1970 it
has also been authorized to purchase conventional, or uninsured
loans.
The FNMA purchases loans at rates set daily by reference
to money market conditions. They obtain their loans with funds
generated by the issuance of debentures and short term discount
notes. Recently the FNMA has begun selling mortgage-backed
securities backed by its own portfolio of loans. In this way
the beneficial ownership of the loans it purchases is sold.
The Federal Home Loan Mortgage Corporation (FHLMC, a.k.a
"Freddie Mac") was created in 1970 by Congress to develop and
maintain a nationwide secondary mortgage market for residential
conventional, or uninsured, mortgages. The FHLMC purchases
loans and then resells them by means of mortgage participation
certificates (PC's) which represent undivided interests in
specified mortgage pools. The FHLMC obtains its income from
the difference between the interest earned on the mortgages
purchased and the interest payments it makes to investors on
its securities, largely PC's. 1 5
TAX POLICIES
With the passage of the Tax Reform Act of 1986, homeowners
may deduct their mortgage interest payments from their income
taxes but must pay capital gains tax at a rate equal to their
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normal income tax rate. However, if the income earned on the
sale of house is reinvested within 24 months, no taxes are
assessed. If an individual is over 55 years of age, they
qualify for a waiver of capital gains tax on his or her primary
residence. This option may be exercised only once and is
intended for retired individuals to take equity out of their
homes for retirement purposes, without being taxed. Monies
deposited as savings for home purchases or the interest earned
receive no preferential tax treatment.
SUMMARY
The United States has a higher rate of homeownership than
any other country, partly as a result of governmental promotion
of the "American dream". Government agencies provide
guaranteed mortgage insurance and promote the secondary
mortgage market which assures that funds for home financing are
always available. Although sources of funds for downpayments
remains problematical in light of low savings rates and no
specialized housing savings plans, downpayments are typically
only ten percent of the purchase price, much lower than for
other countries.
The most significant benefit to homebuyers with respect to
affordability is the ability to deduct mortgage interest
payments for income tax purposes. Homebuyers are also able to
obtain fixed-rate, thirty year mortgages and can refinance
their homes should interest rates fall.
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CHAPTER 6
SUMMARY
As the developed countries of the world become more linked
culturally, economically, financially and technologically, it
becomes more important to learn from each others successes and
failures. Housing and housing finance are among the
specialized systems that until recently were focused only
within a country's own boundaries.
These systems are now being examined on an international
basis and are, in fact, beginning to cross national boundaries.
The raising of housing funds through the trading of Eurodollars
and the economic unification of the European Community in 1992
are current examples of this internationalization. Thus the
study of homeownership and affordability become relevant in
light of this need to learn and cooperate internationally.
Housing shortages will continue in urban areas as will the
associated affordability problems. As land prices take an
increasing proportion of home costs, construction costs will
become less of an important factor. This will tend to lead to
a decreasing emphasis on new building technologies and
industrial housing construction techniques.
Savings rates have been on the decline in all countries
except Japan for the past ten years, making the availability of
downpayment funds problematical. This could be due, in part,
to the general inflation of consumer goods other than housing
to which households must commit an increasing proportion of
their disposable income. To aid potential homebuyers with
saving for a downpayment, governments should continue to
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enhance or institute programs to boost savings rates.
In the United States savings interest is taxed as income
while mortgage interest is deductible. This results in a
government backed disincentive to save. Increasingly,
individuals in all countries continue to turn to private
sources, such as parents, for assistance in meeting downpayment
requirements as saving for a downpayment becomes increasingly
difficult. Japan, West Germany, and Canada all offer savings
programs which provide either deductibility of income or
capital or both on savings accounts, in conjunction with a
savings bonus plan.
Interest rates will probably be the most important factor
effecting homeownership rates. As the developed economies of
the five countries continue to gain proficiency at controlling
inflation and interest rate volatility, this could have the
greatest impact on raising homeownership rates above their
current levels. However, if inflation and interest controlling
governmental policies are not put into place, homeownership
rates may decrease as inflation rises and interest rates remain
volatile. West Germany and Japan have, so far, effectively
controlled inflation and interest rate volatility.
The government's role of financing housing construction
and providing subsidies to homeowners has been decreasing
following the postwar housing construction booms of the 1950's.
Many countries are now reducing their involvement in the
provision and financing of owner-occupied housing leaving the
gaps to be filled by the private sector. Again, since many
countries experienced substantial growth in homeownership rates
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with government involvement, this decreasing government
influence will tend to level off, or in some cases, decrease
national homeownership rates.
Although homeownership rates increased rapidly following
World War II, in recent years rates have increased rather
slowly and have begun to stabilize or decline. It is doubtful
that these rates will increase by more than a few percentage
points in any of the countries studied over the next decades.
Indeed, most countries will probably experience a decrease in
homeownership rates due to the increasing problems associated
with affordability. Assuming populations will continue to
locate in urban areas, demand and land prices will raise home
prices beyond the reach of most individuals except those in the
upper income brackets.
Government involvement will be necessary to arrest
decreasing homeownership rates. Through a combination of
controlling inflation and interest rates, providing savings
programs to individuals who wish to become homebuyers, and
providing subsidies to construct affordable housing for
owner-occupation, homeownership could continue to be affordable
to the majority of households.
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APPENDIX
STATISTICAL DATA 1970-1988
POPULATION (1,000's)
Britain Japan Canada Germany U.S.
1970 55,420 104,340 21,320 60,710 204,880
1971 55,610 105,680 21,600 61,290 207,050
1972 55,790 107,190 21,820 61,670 209,900
1973 55,910 108,710 22,125 61,970 211,900
1974 55,930 110,160 22,479 62,040 213,850
1975 55,890 111,570 22,727 61,830 214,931
1976 55,850 112,570 23,025 61,510 218,000
1977 56,209 113,870 23,280 61,396 220,200
1978 56,200 114,900 23,493 61,310 222,600
1979 56,264 115,890 23,690 61,340 225,000
1980 56,310 116,800 24,070 61,560 227,700
1981 56,350 117,600 24,336 61,670 229,850
1982 56,340 118,450 24,656 61,640 232,060
1983 56,380 119,260 24,905 61,420 234,500
1984 56,460 120,010 25,146 61,180 237,000
1985 56,618 120,750 25,379 61,015 239,280
1986 56,763 121,490 25,675 61,080 241,596
1987 56,890 122,090 25,630 61,170 243,920
1988 57,080 121,000 25,950 - 246,330
Notes: (9) (9) (2) (9) (9)
NUMBER OF HOUSEHOLDS (1,000's)
Britain Japan Canada Germany U.S.
1970 - 26,754 - 64,778
1971 18,317 - 22,852 -
1972 18,594 - - 22,994 -
1973 18,836 - - 23,233 -
1974 18,974 - - 23,651 -
1975 19,171 29,207 - 23,722 72,867
1976 19,306 - 7,166 23,943 -
1977 19,580 30,045 - 24,165 -
1978 19,646 30,079 - 24,221 -
1979 19,819 30,258 - 24,280 -
1980 19,995 30,496 - 24,325 80,368
1981 19,493 30,947 8,282 25,097 -
1982 19,810 31,171 - 25,328 83,918
1983 20,270 31,467 - 25,550 85,290
1984 20,560 31,665 - - 86,789
1985 - 31,860 - - 88,458
1986 - 32,140 8,992 - 89,479
1987 - - - - 91,066
Notes: (22) (11,25) (3) (22) (13)
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NUMBER OF DWELLINGS (1,000's)
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
Notes
Britain
18,731
18,999
19,213
19,415
19,627
19,870
20,124
20,378
20,620
20,826
21,021
21,184
21,339
21,523
21,719
21,902
22,093
22,287
(1)
Japan
31,059
35,451
38,607
(8)
% GDP SPENT ON HOUSING
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
Notes:
Britain
3.20
3.10
3.40
3.80
3.90
4.00
3.90
3.30
4.53
4.60
4.34
3.63
3.81
4.13
4.15
3.72
3.91
3.94
(1)
Japan
7.10
7.00
7.90
9.00
8.80
8.30
8.10
7.80
7.87
7.21
6.39
6.01
5.79
5.26
4.90
4.79
5.07
5.87
(4)
Canada
6,842
7,089
7,298
7,523
7,725
7,960
8,176
8,356
8,521
8,649
8,807
8,955
9,091
9,272
(8)
Germany
20,807
21,329
22,957
22,688
23,212
23,621
23,986
24,370
24,708
25,040
24,401
24,748
26,076
26,399
26,782
27,081
27,317
(8)
U. S.
88,207
91,561
98,024
99,888
102,305
(8)
U.S.Canada
4.10
4.60
5.10
5.50
5.50
5.30
6.10
6.00
6.32
6.16
5.62
5.78
4.99
5.66
5.36
5.62
6.18
6.87
(4)
Germany
5.40
5.90
6.50
6.30
5.30
6.60
5.80
6.49
6.49
6.70
6.77
6.46
6.21
6.43
6.36
5.60
5.41
5.27
(4)
3.60
4.00
4.60
4.90
3.80
3.30
3.90
4.80
5.00
4.50
3.90
3.50
2.90
4.00
4.80
4.80
5.20
5.20
(8)
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DWELLINGS COMPLETED
JapanBritain
368,200
371,700
340,700
315,400
290,300
332,400
333,600
323,200
300,500
264,600
252,300
217,600
194,400
218,600
226,500
188,688
193,248
200,520
(3,10)
Canada
175,827
201,232
232,227
249,000
260,700
219,000
238,200
251,789
246,533
226,489
176,168
174,996
133,942
163,008
153 , 012
139,104
184,596
218,304
(12)
Britain
7,671
8,685
11,371
15,331
16,947
18,176
19,590
21,048
24,046
30,724
36,385
37,298
40,807
44,881
47,961
54,717
(14)
Germany
478,100
555,000
660,600
714,200
604,400
436,800
392,400
409,012
368,145
357,751
388,904
365,462
347,002
340,781
398,373
312,120
251,940
217,320
(3,10)
U.b.
1,433,600
2,052,200
2,356,600
2,045,300
1,337,700
1,160,400
1,537,500
1,657,100
1,897,500
1,870,800
1,501,600
1,265,700
1,005,500
1,390,300
1,652,200
1,740,000
1,812,000
(3,10)
26,600
28,300
30,500
35,500
38,900
42,600
48,000
49,320
58,100
68,714
78,200
82,500
90,000
89,400
90,400
93,680
99,260
(13)
88
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
Notes:
1,485,000
1,464,000
1,808,000
1,905,000
1,316,000
1,356,000
1,524,000
1,508,000
1,549,000
1,493,000
1,296,000
1,152,000
1,146,000
1,137,000
1,187,000
1,236,000
1,365,000
1,674,000
1,685,000
(3,10)
AVERAGE HOME PRICES (US$)
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
Notes:
U.S11.
MORTGAGE INTEREST RATES (%)
Britain
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
Notes:
8.98
10.17
11.00
11.38
10.42
10.33
13.75
14.00
14.00
11.83
11.25
10.25
10.00
(5)
HOMEOWNERSHIP RATES
Japan
9.00
9.36
7.56
(2)
(%)
Britain Japan
50.0 59.0
50.1 -
51.5 59.2
52.3 59.2
52.7 -
53.0 58.6
53.3 -
54.1 -
54.5 60.4
54.6 -
55.4 61.6
57.4 -
59.0 62.4
59.9 63.0
61.1 -
61.9 62.3
62.0 -
64.0
(17,18,19,20,21) (1,11)
Canada
60.3
61.8
58.9
54.8
59.6
62.1
63.3
(1,7,27)
Germany
37.0
39.0
42.0
(1,5,28)
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U.S.Canada
9.79
10.9
10.19
18.00
18.15
17.85
12.66
13.24
11.65
(4)
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
Notes:
U.S.
62.9
64.2
64.4
64.5
64.6
64.6
64.7
64.8
65.0
65.2
65.6
65.4
64.8
64.6
64.5
64.5
63.9
64.1
63.8
(1,2,6)
Germany
8.20
9.10
6.60
(4)
8.55
7.79
7.68
8.32
9.22
9.10
8.99
9.01
9.54
10.77
12.66
14.70
15.12
12.30
12.00
11.20
9.80
8.90
9.00
(6)
(Annual Percentage Change)
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
Notes:
Britain
6.4
9.4
7.1
9.1
16.0
24.2
16.5
15.8
8.3
13.4
18.0
11.9
8.6
4.6
5.0
6.1
3.4
4.1
4.9
(26)
Japan
9.5
8.1
4.3
3.7
7.8
4.8
2.8
1.8
2.3
2.0
(26)
Canaaa
3.3
2.9
4.7
7.7
10.9
10.8
7.5
7.9
8.8
9.2
10.2
12.5
10.8
5.8
4.4
4.0
4.1
4.4
4.1
(25)
COMPLETIONS PER 1,000
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
Notes:
Britain
6.6
6.7
6.1
5.6
5.2
5.9
6.0
5.8
5.4
4.7
4.5
3.6
3.5
3.9
4.0
3.8
(29)
INHABITANTS
Japan
14.2
13.9
16.9
17.5
11.9
12.2
13.5
13.2
13.5
12.9
11.1
9.8
9.7
9.5
9.9
10.2
11.2
13.7
(29)
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U.b.Germany
3.6
5.1
5.6
6.9
6.9
5.9
4.4
3.6
2.7
4.2
5.4
6.3
5.3
3.3
2.4
2.2
(0.2)
0.2
1.2
(26)
Canada
8.2
9.3
10.6
11.3
11.6
9.6
10.3
10.9
10.5
9.7
7.4
7.3
5.6
6.7
6.3
7.5
(29)
Germany
7.8
9.1
10.7
11.5
9.7
7.1
6.4
6.7
6.0
5.8
6.3
5.9
5.6
5.5
6.5
5.1
4.1
(29)
U.S.
7.1
8.3
9.7
9.7
8.1
6.1
6.4
7.6
8.6
8.5
6.6
5.5
4.3
5.9
7.0
7.3
7.5
(29)
U . S .
5.9
4.3
3.3
6.2
11.0
9.1
5.8
6.5
7.6
11.3
13.5
10.4
6.1
3.2
4.3
3.6
1.9
3.7
4.1
(26)
CONSUMER PRICES
DWELLINGS PER 1,000
Britain
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
Notes:
Japan
345.4
348.5
352.1
355.0
359.0
364.0
368.0
374.0
378.0
382.0
383.0
385.0
388.0
391.0
393.4
395.9
399.0
(29) (29)
Canada
306.8
312.8
317.4
332.6
330.0
357.0
383.0
348.0
350.0
351.0
354.0
356.0
358.5
365.8
(29)
Germany
341.1
346.9
355.2
365.1
374.8
383.0
397.0
403.0
407.0
413.0
418.0
423.0
430.0
438.0
442.6
447.5
(29)
HOUSEHOLD SAVINGS RATES (Percentage of Disposable Income)
Britain
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
Avg.
Notes:
14.2
12.5
11.5
10.6
10.7
9.4
7.2
5.4
10.2
(4)
EXCHANGE RATES
Japan
20.8
18.2
17.9
18.3
16.5
16.3
16.0
16.0
16.6
16.6
17.3
(4)
- 23 JUN 89
Great Britain 170 Pound (L) = US:
Japan 1.0 Yen (Y) = US$
Canada 1.0 Dollar (C$) = US$
West Germany 1.0 Mark (DM) = US$
Source: The Wall Street Journal, June 23,
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cermanyCanada
12.6
13.2
13.6
15.4
18.2
14.8
15.0
13.8
11.3
9.7
9.8
13.8
(4)
12.0
12.6
12.8
13.4
12.7
13.9
11.4
11.5
12.2
12.2
12.2
(4)
U.S.
7.1
6.8
7.1
7.5
6.8
5.4
6.1
4.5
4.3
3.8
6.2
(4)
1.54820
0.00690
0.83400
0. 50582
1989
U.S.
387.0
398.0
409.7
413.4
419.4
(29)
-
INHABITANTS
NOTES - Statistical Data
1. Housing and Construction Statistics 1977-1987,
Housing and Construction Statistics 1970-1980,
Great Britain Department of the Environment, HMSO.
2. Canadian Housing Statistics - 1985, Canadian Housing and
Mortgage Corporation.
3. Construction Statistics Yearbook - 1984, United Nations.
4. OECD Economic Surveys - 1988, United Kingdom, Japan,
Canada, Germany, United States, Organisation for Economic
Co-operation and Development.
5. Building Societies in 1982, The Building Societies
Association.
6. Federal Home Loan Bank Board Journal, U.S. Bureau of the
Census.
7. Population Projections, London HMSO
8. Annual Bulletin of Housing and Building, 1970 through
1988, United Nations.
9. Figures in Pencil - Demographic Yearbook, 1978, 1981,
1986, 1989 Editions, United Nations.
10. Monthly Bulletin of Statistics - November 1988, United
Nations.
11. Japan Statistical Yearbook - 1988
12. Monthly Finance Review - April 1989, Japan Ministry of
Finance.
13. Statistical Abstract of the United States - 1989, U.S.
Department of Commerce, Bureau of Census.
14. Great Britain Housing and Construction Statistics, 1974
through 1986 Editions, Great Britain Department of the
Environment.
15. Annual Abstract of Statistics - 1989, Central Statistical
Office, HMSO.
16. Canadian Statistical Yearbook - 1989, Canadian Minister
of Supply and Services.
17. 1981 Census of Canada
18. International Housing Finance Factbook, Boleat, Mark,
1987.
19. National Housing Finance Systems, Boleat, Mark, 1985.
20. Britain 1989: An Official Handbook.
21. Social Trends, Crown, 1989.
22. European Marketing Data and Statistics - 1987/88,
Euromonitor Publications Limited.
23. Savings Institutions - November 1988
24. International Housing Policies, McGuire, Chester, 1984.
25. Economic Statistics Annual - 1986, The Bank of Japan,
Research and Statistics Department, March 1987.
26. National Accounts, Organisation for Economic Co-operation
and Development.
27. Class Differences in Urban Homeownership: An Ananlysis of
Recent Canadian Trends, Harris, Richard, Housing Studies,
July 1986, Volume 1, Number 3.
28. Monograph on the Human Settlements Situation and Related
Trends and Policies, Federal Republic of Germany,
September 1987, United Nations.
29. Figures calculated from data in previous tables.
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